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Abstract 
This study aims to explore the environmental disclosure practice from an Islamic perspective. Content analysis on 2012 annual 
and sustainability reports of Islamic financial institutions in Malaysia has been carried out. The environmental information was 
collected using a developed CSR-environmental index. Study results revealed that the key environmental disclosures provided 
were related to climate change mitigation and adaptation, and prevention of pollution type of activities. Further exploration on 
the prioritization of environmental activities found that the key focus of the vital activities was prevention related programmes 
while the recommended activities were research and development programmes, and prevention initiatives.  
 
© 2014 The Authors. Published by Elsevier Ltd. 
Peer-review under responsibility of the Accounting Research Institute, Universiti Teknologi MARA. 
Keywords:Disclosure; Environment; Financial Institutions; Content Analysis; 
1. Introduction 
 
Clear ethical teachings on issues relating to the environment are established in the religion of Islam; these can be 
found in the Qur’an and Sunnah. Human beings are responsible for ensuring that God’s gift (ni’mah) i.e. the Earth, 
is for all man and other living organisms to live on. As the Qur’an describes: 
And He has made subservient to you, (as a gift) from Himself, all that is in the heavens and on earth: in this, 
behold, there are messages indeed for people who think! (45:13) 
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It is He who produces gardens, both cultivated and wild, and palm trees and crops of diverse kinds and 
olives and pomegranates both similar and dissimilar. Eat of their fruits when they bear fruit and pay their 
dues on that day of their harvest, and do not profligate. He does not love the profligate. (6:142) 
 
These verses from the Qur'an denote the need for the resources of the earth to be nurtured and sustained; and that 
they are not to be exploited or destructed. Additionally, human beings are to honor the purity of the environment 
thus respect its diversity and harmony. 
 
…and when he goes away, he strives throughout the land to cause destruction therein and destroy crops and 
animals. And Allah (SWT) does not like mischievous acts. (2:205) 
 
In this modern world, there are global efforts and initiatives to conserve the natural environment through various 
establishments of laws, policies, guidelines and awards. All these efforts and initiatives aim to promote greater 
public awareness, including the environmental accountability of business organizations. Accordingly, KPMG (2013, 
p. 11) through its global investigation on corporate responsibility practice via reporting of companies around the 
world found that there are (i) exceptional development amongst the emerging economies and (ii) corporate 
responsibility reporting has become a mainstream business practice. This finding triggers an idea for this study to 
explore the current environmental disclosure practice of Islamic business organizations. Such an exploration will 
offer knowledge on the environmental accountability of business organizations which exist both under the Islamic 
principles as well as the modern-business settings. 
This study aims to add knowledge to the existing literature that has investigated on business reporting practice 
from an Islamic perspective (e.g. Anuar, Sulaiman and Nik Ahmad, 2009; Othman and MdThani, 2010). 
Particularly, this study seeks to understand  the extent of application of the Islamic principles and law on Islamic-based 
organizations in an emerging economy; as this form of organization is highly expected to pose ethical identity and 
practice in a sustainable manner. 
This paper is organized into five sections. The subsequent section proceeds with the background literature 
review of the study. The third section provides the methodology and this is followed by the results and 
discussion section. The final section offers the conclusion and implications of the results. 
 
2. Literature Review 
 
2.1 Accountability as the underpinning theoretical perspective 
 
The conventional CSR-related literature has widely used stakeholder and legitimacy theories as the fundamental 
theoretical stance in understanding the role and importance of business management and disclosure practice (e.g. 
Orij, 2010; Guthrie, Petty and Yongvanich, 2004; Jawahar and McLaughlin, 2001; Deegan and Rankin, 1996). 
Particularly, the significance of environmental disclosure practice from a conventional point of view is closely 
associated with the demands to fulfill the need for information by various groups of stakeholders hence an 
accountability mechanism (see Gray, Owen and Maunders, 1988, 1991). Over time, this practice is also utilized as a 
business strategy to gain support from business stakeholders (e.g. Neu, Warsame and Pedwell, 1998). Generally, 
literature has confirmed that to a large extent the act of disclosing environmental information publicly will lead to 
increased companies’ environmental and financial performance (e.g. Ottman and Herbert, 1993; Clarkson, Li, 
Richardson, and Vasvari, 2011). 
From the perspective of Islam, the act to care for the environment is closely linked to the 
responsibility/accountability principle that establishes the tripartite relationship between the Creator, human beings 
and creation (see Khalid, 2002). Respectively, human beings are accountable to God and the society at large 
(ummah) by recognizing the rights of others. They are created and given the role as a vicegerent (khalif) (see 
Farook, 2007); in which, they are entrusted to be accountable for any of their actions in managing the resources 
available on earth:  
 
It is He who has made you His Guardians of the earth. He has raised you in ranks, some above others, that 
He may try you in the gifts He has given you…(6:165).  
 
197 Haslinda Yusoff and Faizah Darus /  Procedia - Social and Behavioral Sciences  145 ( 2014 )  195 – 203 
In light of God’s ownership of everything, it is believed that God has entrusted mankind to the use of 
resources (33:72) 
 
These verses signify the importance for all (individuals and organizations) to be responsible of the special trust 
from the Almighty hence human beings have huge obligation to look after the earth. As highlighted by Mohd 
Ibrahim and Yaya (2005), commonly, Islamic-based organizations have dual form of accountability; primary 
accountability i.e. to God under the concept of khalif and secondary accountability i.e. contract established between 
owner and manager. In view of the Islamic teachings and prevailing literature, every Muslim and Islamic business 
organisation is required to embrace ethical values, and execute accountability and justice, especially caring for the 
natural environment.  
 
2.2 Environmental disclosure practice 
 
Islamic organizations which are established based on Islamic principles and act as exemplary figures to society 
(Farook, 2007) have the responsibility to uphold the value of environmental ethics and accountability. Accordingly, as 
the corporate khalif, these organizations are obliged to inform the ummah about their environmental related activities as 
well as the effects of operations and practices to the local community, society and the natural environment. In this case, 
environmental disclosure practice is the most appropriate way in communicating the extent of organization’s duty in 
sustaining the natural environment. As stated in Qur’an: 
 
..and cover not truth with falsehood, nor conceal the truth when you know (2:42) 
 
A number of studies have explored CSR disclosure practice from the Islamic perspective; among others are 
Farook (2007), Hassan and Harahap (2010), Aribi and Gao (2010), Farook, Hassan and Lanis (2011) and Abbasi, 
Kausar, Ashiq, Inam, Nasar and Amjad (2012). Aribi and Gao (2010), for instance, found that the CSR disclosures 
of Islamic financial institutions (IFIs) were greater than the conventional financial institutions’ (CFIs) in their 2004 
annual reports. In contrast, Yahya, Abul Rahman and Tayib (2005) who measured the level of CSR disclosures of 
the Syariah approved companies in Malaysia discovered that only 102 out of 194 companies disclosed 
approximately 40 percent of their social activities in the annual reports. 
The strands of literature had focused on the CSR disclosure practice, which consequently indicate the paucity of 
research in specific CSR aspect i.e. the environment. This prevailing literature sheds some light about the gap in the 
existing literature thus leading this study to explore and understand the environmental disclosure practice by 
Islamic-based business organizations. Above all, the findings of this study have the potentials to deduce whether 
religion is an influencing factor in promoting environmental accountability established under the Islamic principles 
via their disclosure practice. 
 
3. Methodology   
 
This study utilized the content analysis approach in gathering environmental information disclosed both in the 
2012 annual and sustainability reports of thirty-seven (37) Islamic financial institutions (IFIs) established in 
Malaysia. Table 1 presents the sample for the study.  
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Table 1. Number of islamic financial institutions included in the sample  
 
Type of Institution No.  
Banks 17 
Development Financial Institutions  8 
Investment Institutions 5 
Takaful Organizations 7 
Total 37 
 
The environmental information has been collected using an Islamic CSR-Environment index developed based on 
relevant guidelines and prevailing literature. The index contains a total of 21 environmental items which have been 
categorised into the following five (5) key aspects of environment: 
 
1. Environmental related policy 
2. Climate change mitigation and adaptation 
3. Prevention of pollution 
4. Green products and services 
5. Protection and restoration of the natural environment 
 
Table 2 presents the list of possible environmental information based on five (5) key aspects. Specifically, the 21 
environmental items comprised of vital items (6) and recommended items (15).  
 
      Table 2. No. of possible items according to key aspects of environment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Key Aspect Vital Recommended 
1.  Environmental Related Policy   
 Policy Formulation 1  
2. Climate Change Mitigation and Adaptation   
 Energy Consumption 1  
 Sustainable Initiatives 1 5 
 Research and Development Programme  1 
 Stakeholder Engagement  2 
 Continuous Monitoring Initiatives  1 
 Climate Change Policy  1 
3.  Prevention of Pollution   
 Prevention Initiatives 1 1 
 Virtual Communication  1 
4. Green Products and Services   
 Products 1 1 
 Virtual Marketing  1 
5. Protection and Restoration of the Natural Environment   
 Environmental Preservation  1 
 Education and Training 1  
Total 6 15 
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The vital environmental items represent essential activities that should be undertaken by the IFIs while the 
recommended items are related to optional/suggested activities (‘good to have’) that could be conducted by the IFIs.  
An environmental disclosure is generally defined as any written passage about an environmental-related activity. 
Using the index, disclosures have been rated based on the presence or absence and the degree of specificity of each 
environmental item. Four (4) data rating scales used are related to the level of extensiveness of current 
environmental disclosures; namely, General (GEN) for general information, Qualitative (QUA) for qualitative 
information, Quantitative (QUAN) for quantitative information and Combination (COM) for a combination of 
qualitative and quantitative information. In total, scores of 0 till 4 are allocated to measure the actual level of 
environmental disclosure made by the IFIs. 
4. Findings of Study 
Table 3 provides the descriptive information for all five key aspects of environment explored. It can be seen that 
Climate Change Mitigation and Adaptation achieved the highest disclosure mean score i.e. 15.59. This finding 
indicates that the IFIs studied conduct their environmental-related activities with those activities concerning climate 
change effect as a prime focus. This is somewhat consistent with the expectation of IFIs to care for the natural 
environment as encouraged in Islam. 
Table 3 however shows that the other four key aspects of environment had low mean scores ranging from 3.27 
(Prevention of Pollution), 1.62 (Green Products and Services), 1.54 (Protection and Restoration of the Natural 
Environment) and 0.24 (Environmental Related Policy). Such low scores signify the minimal environmental 
disclosures made as well as environmental activities organized. It is rather interesting to observe that IFIs being 
financial organizations could have strategize to offer more green products and services that fit to their nature of 
operations and simultaneously be accountable as required by the religion. The lowest score which relates to the 
establishment of environmental related policy signifies the minimal level of environmental governance amongst 
these IFIs. 
 
   Table 3: Descriptive statistics for key aspects of environment 
 
 Min. Max. Mean Std. 
Deviation 
Environmental Related Policy 0 2 0.24 0.641 
Climate Change Mitigation and Adaptation 0 46 15.59 13.903 
Prevention of Pollution 0 10 3.27 3.355 
Green Products and Services 0 12 1.62 3.631 
Protection and Restoration of the Natural 
Environment 
0 8 1.54 2.534 
        N = 37 
 
 This study expanded further its investigation by exploring the environmental disclosures according to the 
prioritization of environmental-related activities of the IFIs. Table 4 presents environmental disclosure scores 
prioritized according to the vital items. Vital items are found in all key aspects of environment. The results from 
Table 4 show that of the vital items, Prevention Initiatives under the key aspect of Prevention Pollution achieved the 
highest mean score (1.57). IFIs have been found to conduct pollution prevention activities including recycling and 
emission reduction initiatives.  
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          Table 4. Mean scores of vital environmental items 
 
Key Aspect N Min. Max. Mean Std. 
Deviation 
Environmental Related Policy 
Policy Formulation      
• Incorporate Islamic principles and values in all environmentally-related 
policies 
37 0 2 0.24 0.641 
Climate Change Mitigation and Adaptation 
Energy Consumption      
• Efficient consumption of energy and water 37 0 4 1.11 1.100 
Sustainable Initiatives      
• Trees planting (or replanting) programmes and initiatives  37 0 4 1.24 1.770 
Prevention of Pollution 
Prevention Initiatives      
• Incorporate pollution prevention practices  37 0 4 1.57 1.425 
Green Products and Services 
Products      
• Safe/green product and/or services  37 0 4 0.70 1.392 
Protection and Restoration of the Natural Environment 
Education and Training      
• Incorporate ibadah concept in environmental programmes for employees  37 0 4 0.73 1.305 
 
 
The environmental item with second highest mean score was Sustainable Initiatives (1.24), followed by Energy 
Consumption (1.11). These findings imply the extent of environmental initiatives by the IFIs and that they are 
consistent with the Islamic principles and teachings to care for the natural environment.  
 
The Earth is green and beautiful, and Allah has appointed you his stewards over it. The whole earth has 
been created a place of worship, pure and clean. Whoever plants a tree and diligently looks after it until 
it matures and bears fruit is rewarded. If a Muslim plants a tree or sows a field and humans and beasts 
and birds eat from it, all of it is love on his part. (Hadith) 
 
Devote thyself single-mindedly to the Faith, and thus follow the nature designed by Allah, the nature 
according to which He has fashioned mankind. There is no altering the creation of Allah. (30:30) 
 
Table 5 presents the disclosure scores for the recommended items by key aspects of environment. Generally, it 
can be seen that the scores for all the recommended environmental activities amongst the IFIs were rather very 
minimal; ranging from 0.32 to 1.81. The highest mean score of 1.81 was related to the Stakeholder Engagement type 
of environmental activities, particularly the community outreach programmes, in which the employees of the IFIs 
got involved with. Next highest score were the Research and Development Programme as well as Prevention 
Initiatives, each with mean score of 1.76. The lowest score of 0.32 was related to the Virtual Marketing initiative. 
These findings offer preliminary insights that IFIs in Malaysia are yet to advance their environmental 
accountability through the conduct of their business-related environmental programmes and activities. They should 
embrace their Islamic status and comply with the requirements set based on Islamic principles; in which, preserving 
the natural environment is crucial. Islam encourages good acts in conserving the environment - the sole resource of 
life. As our Prophet Muhammad (pbuh) said, ‘The benefit of thing is in turn for the liability attached to it’. 
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Additionally, human beings are forbidden to destruct the natural environment; moreover such mischiefs will 
impinge the rights of future generations. 
 
   Table 5: Mean scores of recommended environmental items 
 
Key Aspect N Min. Max. Mean Std. 
Deviation 
Climate Change Mitigation and Adaptation 
Sustainable Initiatives      
• Environmental conservation activities  37 0 4 1.41 1.787 
• Sustainable waste management 37 0 4 1.59 1.481 
• Use cleaner or alternative technology in managing business operation  37 0 4 0.92 1.422 
• Corporate fleet to use eco-friendly vehicles 37 0 4 0.89 1.524 
• Reduce greenhouse gas emissions  37 0 4 1.51 1.805 
Research and Development Programme      
• Involve with environmental R&D programmes  37 0 4 1.76 1.801 
Stakeholder Engagement      
• Networking with ‘green’ stakeholder groups  37 0 4 1.41 1.723 
• Community outreach programmes related to business environmental 
management operations 
37 0 4 1.81 1.729 
Continuous Monitoring Initiatives      
• Benchmark best practices on environmental management/practice  37 0 4 1.16 1.444 
Climate Change Policy      
• Environmental policy to reduce adverse impact on environment  37 0 4 0.78 1.031 
Prevention of Pollution 
Prevention Initiatives      
• Environmental-related practices among employees  37 4 1.49 1.76 4 
Virtual Communication      
• IT-related meeting  37 2 0.22 0.48 2 
Green Products and Services 
Products      
• product and/or services certification  and/or awards 37 0 4 0.59 1.404 
Virtual Marketing      
• E-marketing channels, web-marketing 37 0 4 0.32 1.107 
Protection and Restoration of the Natural Environment 
Environmental Preservation      
• Conservation of biological diversity  37 0 4 0.81 1.506 
 
Table 6 provides detailed mean score for environmental items under each of the key aspect, the level of 
extensiveness of the environmental disclosure for each item and their rankings. Among all the environmental items 
studied, Sustainable Initiatives under the key aspect Climate Change Mitigation and Adaptation scored the highest 
i.e. 7.57, while Policy Formulation under the key aspect of Environmental Related Policy achieved the lowest mean 
score of 0.24. These are closely related to the earlier discussions made. In terms of the level of extensiveness of the 
environmental items disclosed, generally it can be seen that the average mean scores for the items were ranging 
from 0.22 (Virtual Communication) and 1.76 (Research and Development). Such a finding implies that 
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environmental disclosures made by the IFIs were brief, descriptive and qualitative in nature (average mean between 
0.22 and 1.76).  
 This low extent of type and nature of environmental disclosures made in 2012 is also similar to the findings of 
other literature; those who have conducted studies on environmental reporting of other Malaysian public companies 
(e.g. Thompson and Zakaria, 2004; Yusoff, Lehman, and Mohd Nasir, 2006; Sumiani, Haslinda and Glen, 2007; 
Bakhtiar, Maliah, Nik Nazli, 2009; Nik Nazli and Ahmed Salat, 2013).  Hence, it is fair to mention that the findings 
of this study hint the low commitment and involvement amongst the IFIs in conserving the natural environment. 
 
Table 6: Level of Extensiveness and Ranking for Environmental Items 
 
 
 
Ranking based on mean score Level of extensiveness 
Mean Ranking Average Mean Ranking 
Environmental Related Policy  
Policy Formulation 0.24 12 0.24 12 
Climate Change Mitigation and Adaptation  
Energy Consumption 1.11 7 1.11 6 
Sustainable Initiatives 7.57 1 1.26 4 
Research and Development Programme 1.76 4 1.76 1 
Stakeholder Engagement 3.22 2 1.61 2 
Continuous Monitoring Initiatives 1.16 6 1.16 5 
Climate Change Policy 0.78 9 0.78 8 
Prevention of Pollution  
Prevention Initiatives 3.05 3 1.53 3 
Virtual Communication 0.22 13 0.22 13 
Green Products and Services  
Products 1.30 5 0.65 10 
Virtual Marketing 0.32 11 0.32 11 
Protection and Restoration of the Natural Environment 
Environmental Preservation 0.81 8 0.81 7 
Education and Training 0.73 10 0.73 9 
5. Summary and Conclusions 
Based on the Islamic principles and Islamic status of IFIs’ establishment, these institutions are expected to be the 
frontier in undertaking environmental initiatives and that this information is transparently disclosed to the general 
public. In relation to that focus, this study explored the environmental disclosure practices amongst IFIs in Malaysia 
using an Islamic CSR-environmental index. The study results revealed that the IFIs had generally concentrated on 
disclosing about activities that concerned climate change mitigation and adaptation as well as prevention of 
pollution. The examination on the vital and recommended environmental activities also revealed that the key focus 
of the vital activities was prevention related programmes. Meanwhile, with regards to the recommended activities, 
both research and development programmes, and prevention initiatives emerged as the main environmental 
activities. Nevertheless, the environmental information disclosed was minimal, general and qualitative in nature.  
Overall, the limited environmental disclosures made by the IFIs in Malaysia, both on vital and recommended 
activities, signal tentative evidence about the extent of the organizations’ role as vicegerent towards nurturing and 
preserving the environment. For that reason, this result implies that religion was not a key influencing factor for 
environmental disclosure practice.  
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